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  DEPARTMENT OF ACCOUNTANCY 
 
  TAXATION 200 (TAX2AB0) 
 
FINAL ASSESSMENT OPPORTUNITY: 17 NOVEMBER 2017 
 
TIME:  180 Minutes MARKS: 120 
 `   
ASSESSORS: Ms M Wassermann 
  Mr J Wessels  
 
MODERATORS: Ms L Barnard 
 Mr J Olivier 
  
INSTRUCTIONS TO CANDIDATES 
 
1. This paper consists of 8 pages (including an Appendix). 
2. You are reminded that answers may NOT be written in pencil.  NO tippex may be used. 
3. The marks shown against the requirement(s) for every question should be regarded as 
an indication of the expected length and depth of your answer. 
4. Answer the questions by the use of: 
 - effective structure and presentation; 
 - clear explanations; 
 - logical arguments; and 
 - clear and concise language. 
5. Show all calculations clearly. 
6. Round all amounts to the nearest Rand. 
 
Question Marks  Time allocated (minutes) 
 1 5 7 
 2 24 36 
 3 51 77 
 4 15 22 
 5 15 23 
 6 10 15 
Total    120 180 
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QUESTION 1 5 MARKS 
 
Willem Malherbe was a lecturer employed by the University of Johannesburg (UJ). For the past 
10 years UJ has had a lecturer exchange program in partnership with the University of Sydney in 
Australia. This exchange program provides lecturers with the opportunity to spend extended 
periods of time at the partnering universities. During the periods abroad the monthly salaries of 
the lecturers partaking in this program is covered by the university they are visiting. 
 
Willem has made use of this opportunity and has spent increasing amounts of time at the 
University of Sydney over the last couple of years. Since 2017 Willem has relocated his wife and 
two children to Australia permanently. His children attend an international school in Sydney and 
his wife volunteers at a shelter for abused animals across the road from their children’s school on 
a permanent weekly basis. In January 2017 Willem was offered a full time lecturing position at the 
University of Sydney and has subsequently quit his position at UJ in order to pursue this full time 
position in Sydney. In February 2017 Willem sold their family home in Northcliff and shipped all 
their furniture to Australia.  
 
Willem deems himself not to be ordinarily resident in South Africa anymore, but he is worried 
about his tax residency based on the physical presence test.  
 
The amount of time Willem has spent in South Africa over the last couple of years are as follows: 
 
2012 – 235 days 
2013 – 220 days 
2014 – 185 days 
2015 – 153 days 
2016 – 122 days  
2017 – 92 days 
 
REQUIRED: 
a)  Advise Willem on whether he will be taxed in South Africa on his worldwide income for the 
 2017 year of assessment based on the physical presence test. (4) 
 
b) Explain whether Willem will be taxed on any income in South Africa if he is found NOT to 
 be a South African tax resident for his 2017 year of assessment. (1) 
 
 
QUESTION 2  24 MARKS 
 
Simphiwe Tshabalala has started doing articles at a small auditing firm in the Johannesburg CBD 
in the beginning of the year. The audit partner he has been assigned to, Mr. Mahlangu, has been 
pleasantly surprised when he was told that Simphiwe has excelled in taxation whilst studying 
towards his BAcc degree at the University of Johannesburg.  During May 2017 Simphiwe assisted 
Mr. Mahlangu with various matters.  Mr. Mahlangu was very impressed with Simphiwe’s 
knowledge and made him the leader of your team. 
 
Issue 1: 5 marks 
 
The audit firm was recently contacted by Bill Gates, a resident in the United States of America 
(USA).  He believes there is growth opportunities in South Africa and invested in various sources.  
He does not have a Permanent Establishment in South Africa.  He has only been in South Africa 
for 17 days during the 2017 year of assessment. 
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Bill Gates received the following income from a source in South Africa: 
Description R 
Interest on fixed deposit 65 400 
Royalties received on a book published in South Africa 215 000 
Rental received on holiday house in Plettenberg bay 433 000 
 
REQUIRED: 
Simphiwe requested that you calculate Bill Gates’ taxable income and any withholding taxes in 
respect of the 2017 year of assessment. 
 
Issue 2: 7 marks 
 
Mr Mahlangu and Simphiwe are on their way to a lunch with some clients, and Simphiwe knows 
they will have some short questions regarding the Tax Administration Act.   
 
REQUIRED: 
To make sure he is prepared Simphiwe asked you a few questions: 
 
2.1 How many days does a taxpayer have to provide SARS with any change in registration 
particulars? (1) 
2.2 For how long must a taxpayer keep the records relevant to a return submitted to SARS?(1) 
2.3 How long does a taxpayer have to object to an assessment? (3) 
2.4 After how long does the Alternative Dispute Resolution terminates? (1) 
2.5 Within how long should the refund on a SARS assessment be claimed? (1) 
 
Issue 3: 12 marks 
 
One of Simphiwe’ clients is KuptaWed Wedding Solutions (hereafter KuptaWed).  Atul Kupta is 
the owner of KuptaWed Wedding Solutions in Sun City. KuptaWed specialises in wedding 
planning services and the supply of a variety of wedding related décor items. KuptaWed has 
recently organised the wedding for Mr. JZ State and Ms. Nkosazana Capture, both ministers in 
the South African parliament. After this extravagant affair, KuptaWed has been inundated with 
requests to plan similar high profile weddings. 
 
In order to grow their business even further, KuptaWed has identified a number of single ladies 
and eligible bachelors currently serving in executive positions in the South African government. 
KuptaWed has invited these bachelors and bachelorettes to an all-expenses paid weekend at the 
Palace Hotel at Sun City in an attempt to market their services amongst these hopefully-soon-to-
be-married individuals. KuptaWed was bargaining on the fact that this large expense in the 2017 
year of assessment will ensure future business for a number of years to come. 
 
The cost of this weekend away, including live entertainment at the Sun City superbowl amounted 
to R848 000. 
 
REQUIRED: 
Advise Mr. Kupta on the deductibility of the expense in terms of KuptaWed’s 2017 year of 
assessment. Use only the positive test in your answer. You can assume that all the requirements 
of all the other components were met. 
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QUESTION 3  51 MARKS 
 
Like-Mom Ltd (hereafter “LM Ltd”) is a South African manufacturing company which was founded 
in 2001. LM Ltd prepares school lunches for children (the Commissioner has acknowledged that 
this is a process of manufacture as defined).  LM Ltd is a resident for tax purposes and has a 31 
May financial year-end. LM is registered for VAT (Value Added Tax) on the invoice basis.  
 
Parents can order school lunches a week in advance.  The meals are then freshly prepared and 
delivered at the schools in time for lunch break.  LM Ltd operates on a “Pay first, eat later” policy.  
Parents prepay amounts into LM Ltd’s bank account (which is then allocated to the family’s debtor 
account), and then the cost of the meals are subtracted from this account.  Once there is only 
R100 left in a family’s debtor account, parents have to make a deposit again before any meals are 
delivered to the child.  If a parent wishes to not make use of the service anymore, the R100 is paid 
back to the parent. 
 
The accountant requires your assistance with the computation of the normal tax liability. All 
amounts provided below include VAT where applicable, unless otherwise stated. 
 
The following financial information relates to the 2017 year of assessment: 
 
1. Sales (lunches made and delivered) for the year amounted to R6 500 000. 
 
2. LM Ltd found a way to keep sandwiches fresh for 4 days.  They have shared this knowledge 
with Woolworths Ltd and received a payment of R800 000 (excluding VAT) for this 
information.   
 
3. For the current year of assessment 120 new parents subscribed to the lunch service.  Their 
deposits of R12 000 has been deposited in a separate bank account that is only used for 
deposits.  The balance of this account is R47 466.  For the current year of assessment 
interest amounted to R850 was credited to this account. 
 
4. LM Ltd earned other income as follows: 
4.1. Dividends received in its bank account from a JSE listed company – R60 000 
4.2. Gross dividends from a Canadian company – R75 000 (Rand equivalent) 
  LM Ltd owns 11% of the Canadian company’s equity shares. 
5. Trading stock on hand as per the trial balance as at 1 June 2016: 
5.1. Raw materials (to be used in the manufacturing process) - R52 800 
5.2. Finished goods (from the manufacturing process) - R12 000 
 
6. Purchases of Raw materials for the year were R1 798 000. 
 
7. LM Ltd donated some of the lunches that it had manufactured (cost: R32 000 (excluding 
VAT)) to a public benefit organisation.  LM Ltd is in possession of a s18A receipt. The market 
value of the trading stock on the date of the donation was R40 000 (excluding VAT). 
 
8. Trading stock on hand as per the trial balance on 31 May 2017: 
8.1. The cost of the raw materials on hand as at 31 May 2017 is R9 000. 
8.2. Finished goods at cost - R1 526. 
 
9. Employment costs comprised of the following amounts: 
9.1. Salaries and wages – R1 670 000. 
9.2. Provision for bonuses to be paid in July 2017 if the employees are still in LM Ltd’s 
employment – R345 000.  
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10. The following payments were made during the year of assessment ending 31 May 2017: 
10.1. R240 000 was paid on 1 February 2017 in lieu of property rates to the City of 
Johannesburg for the period 1 February 2017 to 31 January 2018.  According to the 
Municipal Property Rates Act it has to be paid one year in advance.  
10.2. On 1 March 2017, the annual fee of R205 200 was paid for security services. 
 
11. The tax asset register of LM Ltd reflected the following assets at the end of the previous 
year of assessment (31 May 2016) which still had tax values: 
11.1. Land which was acquired on 20 April 2004 at a cost of R550 000.  
11.2. LM Ltd commenced with the erection of a factory (manufacturing building) on part of 
the land on 30 June 2004 at a cost of R4 280 000 (excluding VAT). The construction 
of the building was completed on 29 August 2005 and was brought into use in a 
process of manufacture on 1 September 2005. 
11.3. A new and unused small office building at a cost of R300 000. The building was 
brought into use on 1 October 2005. 
11.4. The bread baking machine was acquired new and unused and brought into use in a 
process of manufacture on 1 August 2015 at a cost of R950 000.  
11.5. A second-hand Popcorn machine which was acquired and brought into use in a 
process of manufacture by LM Ltd at a cost of R17 100 on 30 January 2014. The 
installation costs amounted to R1 938.  
 
12. On 2 July 2016 the popcorn machine was destroyed due to an electrical fault. The insurance 
paid R19 500 (excluding VAT) in respect of the claim on 30 September 2016.  LM Ltd 
decided not to replace the popcorn machine. 
 
SARS allows a write-off period of 4 years on delivery vehicles in terms of the Binding General 
Ruling 7. 
 
REQUIRED: 
3.1 Discuss, with reference to relevant case law, whether the deposits received for the 2017 
year of assessment should be included in Gross Income. (Refer to Note 3.) (4) 
3.2 Calculate the income tax payable by LM Ltd for the 2017 year of assessment.  For this part 
of the question you can assume that the deposits received in respect of the current year of 
assessment will not be included in Gross Income. (40) 
3.3 Although the air-conditioning unit in the factory (as per Note 11.2) is still working, LM Ltd 
wants to upgrade to a climate control system.  The cost of a climate control system is 
R135 000.  Discuss, with reference to relevant court cases, whether this amount will be 
deductible for Income Tax purposes.    (7) 
  
 
QUESTION 4 15 MARKS 
 
Ms. Jane Dube, aged 50, is employed by Tradewinds (Pty) Ltd (“Tradewinds”), a South African 
company that carries on business in Johannesburg. 
 
The following information relates to Jane’s tax affairs for the year of assessment ended 
28 February 2017: 
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1. Employment 
 
In terms of her employment contract, Jane receives the following remuneration: 
 Cash salary (monthly) of R20 000. 
 Use of residential accommodation. Jane lives in a two bedroom flat that Tradewinds owns. 
 In 2008, Tradewinds bought a block of flats near its place of business with the view to 
offering employees residential accommodation as part of their remuneration package. It is 
both customary and necessary to provide such accommodation. The costs borne by 
Tradewinds in respect of Jane’s flat are: 
- Portion of bond interest R20 000 
- Rates R1 000 
- Insurance R500 
- Electricity and water R12 000 
 The flat is supplied to Jane unfurnished. Jane’s remuneration proxy for the 2016 tax year 
was R216 000. Jane has no interest in Tradewinds. 
 Her employer withheld employees’ tax of R3 412 per month. 
 
2. Other Income 
 
Jane’s only other income for the 2017 year is interest from a South African bank of R190 820. 
Jane does not belong to a medical aid and incurred no medical expenditure during the year of 
assessment. 
 
3. Provisional Tax 
 
In December 2015, Jane received her 2015 assessment, which reflected a taxable income of 
R350 000. Her 2016 assessment, which is dated October 2016, reflects a taxable income of 
R400 000. 
 
REQUIRED: 
Assuming that Jane used the basic amount in calculating her 2017 first provisional payment and 
estimated her taxable income as R380 000 for her second provisional payment, calculate the third 
2017 (top-up) payment, which she must make if she wishes to avoid the imposition of penalties 
and interest. Also state by which date the third payment is to be made.   
 
Source: Questions on SA Tax 
 
 
  
7 
 
QUESTION 5  15 MARKS 
 
Suzie Mtwetwe, is 30 years old and has been employed by JT Timbers Ltd (“JT Timbers”) since 
1 January 2016.  JT Timbers is a registered VAT vendor.  She is married and has a son.  On 
1 October 2016 she gave birth to a baby daughter.  She was on maternity leave from 1 October 
2016 until 31 January 2017.  JT Timbers did not pay her any maternity benefits as it is their policy 
to only pay maternity benefits to employees who are employed for more than one year. 
 
Suzie received the following from JT Timbers: 
1. Salary of R40 000 per month. 
2. JT Timbers gave Suzie a wooden cot from their inventory when the baby was born.  The 
cost price of the cot is R1 500 (including VAT), and the market value R3 700 (including VAT). 
3. To assist with all the extra expenses a baby brings forth, JT Timbers gave Suzi a loan of 
R15 000 on 1 September 2016 at an interest rate of 4% per year.  She only paid it back on 
1 April 2017. 
4. Suzie is a member of the JT Timbers Provident fund, and contributes 7% of her salary per 
month to the fund.  JT Timbers contributes 10% of her salary per month to the fund.  Both 
Suzie and JT Timbers still contributed during the months she was on maternity leave. 
 
Other information: 
1. Suzie belongs to the Founder Medical Aid.  She is the main member, with her husband and 
children the dependents.  Her contribution per month was R3 700, and went up to R4 400 
after the birth of the baby.  She paid medical expenses of R86 000 that was not refunded by 
the Medical Aid. 
2. She contributed R2 000 per month to the RMB Retirement Annuity Fund. 
3. While she was on maternity leave she received R5 700 per month from the UIF fund. 
4. Since March 2015 Suzie invests R30 000 on 1 March every year in the Alex Ford Tax free 
investment.  Interest for the 2017 year of assessment amounted to R8 600.  
 
REQUIRED: 
Calculate Suzie’s Income Tax Payable for the 2017 year of assessment. 
 
 
QUESTION 6 10 MARKS 
 
Thaba Morula (Pty) Ltd (Thaba Morula) is a rustic holiday destination north of Brits.  Thaba Morula 
is a Category B vendor for Value Added Tax (“VAT”).  Thaba Morula offers overnight 
accommodation (in chalets), meals, camping sites and game drives 
 
The accountant, Annie Cloete, asked your assistance regarding the following issues: 
 
1. Thaba Morula purchased 2 vehicles from Brits Motors (a VAT vendor); a new 12 seater 
game drive vehicle (R550 000) and a second hand double cab bakkie R260 000 in cash.(6) 
2. Annie received the bank statement.  There is interest paid on the bank overdraft (R114) and 
bank charges (R215) on the bank statement.  She is not sure what the VAT treatment of 
these amounts are. (4) 
 
REQUIRED: 
Discuss the VAT implications for each of the transactions above.  Also show the journal for Issue 
1. 
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Appendix A 
NORMAL TAX RATES 
PERSONS OTHER THAN COMPANIES AND TRUSTS  
 
Year of assessment ending 28 February 2017 
 Taxable Income Rates of taxes 
 Exceeds  Does not exceed    
 R  R  R R 
 0  188 000  0 + 18% of each  R1  
 188 000  293 600  33 840 + 26% of the amount above 188 000 
 293 600  406 400  61 269 + 31% of the amount above 293 600 
 406 400  550 100  96 264  + 36% of the amount above 406 400 
 550 100  701 300  147 996 +39% of the amount above 550 100 
 701 300  +  206 964 + 41% of the amount above 701 300 
 
TRAVEL ALLOWANCE 
VALUE OF THE VEHICLE (R) FIXED 
COST 
(R) 
FUEL COST 
(c/km) 
MAINTENANCE COST (c/km) 
0 - 80 000 26 675 82.4 30.8 
80 001 - 160 000 47 644 92.0 38.6 
160 001 - 240 000 68 684 100.0 42.5 
240 001 - 320 000 87 223 107.5 46.4 
320 001 - 400 000 105 822 115.0 54.5 
400 001 - 480 000 125 303 132.0 64.0 
480 001 - 560 000 144 784 136.5 79.5 
Exceeding 560 000 144 784 136.5 79.5 
 
